
• Employment growth in South Carolina increased through
mid-year 2004 and remained on par with the national
average (See Chart 1). Preliminary information indicated
that year-over-year growth also strengthened early in the
third quarter. Labor market conditions have slowly
improved as well. Jobless rates, though still well above
their pre-recession low, have fallen more than 100 basis
points over the past year, while initial unemployment
insurance claims continued their retreat.

• Economic conditions vary widely across South Carolina,
with several counties continuing to post jobless rates in
the double digits (See Map 1). Growth in the state’s larger
metropolitan areas has been divergent as well. While both
Columbia and Greenville suffered further year-over-year
job losses in the second quarter, Charleston has emerged
as one of the nation’s faster growing metro areas.

Despite losing thousands of jobs over the past four years,
manufacturing continues to play a critical role in the South
Carolina economy.

• While economic growth has returned to South Carolina,
manufacturing has continued to languish. Since 2000,
state manufacturing employment has fallen by more than
60,000 jobs, many of these in the textiles and apparel
industries. In contrast, employment in transportation
equipment production has risen by more than 5 percent
over the past year, which reflects an ongoing transition
occurring in the make-up of manufacturing sectors in
many southern states. Though still small compared to
total manufacturing, jobs in transportation equipment
production may have a greater effect on the state’s
economy given the average annual salary is higher than
the average for all manufacturing.

Renewed economic growth may have fueled new business
creation and a decline in commercial bankruptcies in 2003.

• Coincident with re-emergent growth, South Carolina
new business formations rose last year while commercial
bankruptcy filings declined (See Chart 2).
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South Carolina has seen seven consecutive quarters of job growth.
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Chart 1: Job Growth in South Carolina Is
Comparable to the Nation

Jobless Rates
(2004Q2)
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12.8% - 19.4%

Map 1: South Carolina's Unemployment Rates
Remain High in Several Counties

South Carolina = 6.4%

Note: Data not seasonally-adjusted.
Source: Bureau of Labor Statistics/Haver Analytics
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Chart 2: South Carolina Business
Formations Increased in 2003
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• A more favorable economic climate also may have
supported a recovery in lending to small business. After
remaining nearly flat during the year ending second
quarter 2003, lending to small businesses rose 7 percent
over the past four quarters, more than double the national
rate of increase. Continued strengthening in the state’s
economy may encourage greater business formation and
help sustain demand for lending to small business.

The active hurricane season could negatively affect the
state’s economy.

• The 2004 hurricane season has been very active and may
have disparate effects across the southeast and gulf coast.
By early September, cumulative storm damages have been
estimated in excess of $30 billion. Potentially, a number
of jobs and businesses could be permanently destroyed.
Insurance reforms may lead to greater loss sharing by
homeowners and businesses and insurance coverage gaps
could surprise some policy and collateral lien holders.

Home price appreciation in local markets remains mixed
while residential construction is still very active.

• South Carolina residential construction and homes sales
continued at a record pace through the first half of 2004.
Increasing economic growth and the motivation to beat
any rise in long-term interest rates has propelled home
buying in recent quarters. The rapid pace in construction,
however, may have helped forestall robust home price
appreciation. Statewide, the median sales price of
residential homes saw a modest gain over the past year,
which, although helping affordability, could adversely
affect homeowners. Locally, market conditions have varied
significantly with Beaufort County enjoying the greatest
rate of appreciation and Columbia the largest
year-over-year decline.

• The South Carolina banking industry is actively involved
in real estate development as construction and
development (C&D) and home equity loans continued
to be the fastest growing loan segments during the year
ending second quarter 2004, increasing 41 and 31 percent,
respectively (See Chart 3). Among the larger MSAs,
Myrtle Beach and Greenville have been some of the most
active markets in terms of C&D exposures. As of June 30,
2004, these markets were ranked 17th and 45th nationally
out of 227 markets, respectively, for C&D loans relative
to capital. Combined exposures in these MSAs totaled
116 percent of capital, which compares to a 75 percent
exposure level statewide.

Despite a slowdown in earnings, banks in South Carolina
report solid performance.

• South Carolina’s community banks remained in solid
condition.1 Despite slowing earnings growth, net income
levels eclipsed their previous year’s high. At the end of
the second quarter 2004, net revenue reached $62 million,
up from $59 million in the previous year. Improved
efficiencies were able to mitigate declines in both interest
and noninterest income, which helped add to earnings.

• Profitability measures were lower during the 12 months
ending June 30, 2004, as both net interest margins (NIM)
and return on assets experienced declines. NIM fell 6 basis
points as earning asset yields dropped more than funding
cost.

Securities portfolios suffered due to rising interest rates as
loan portfolio quality measures improved.

• Similar to the experience of most states, spiking interest
rates during the second quarter had an adverse effect on
security portfolio market valuation in South Carolina
banks. After posting appreciation of 0.8 percent in the first
quarter, banks reported depreciation of 1.59 percent during
the most recent quarter—a negative swing of more than
200 basis points. Security portfolio valuations are likely
to fluctuate further because of the anticipated changes in
the interest rate environment.

• Asset quality, as measured by total post dues and
nonaccruals, improved during the 12 months ending June
30, 2004, to finish the period at 1.44 percent, down from
1.71 percent a year earlier. Capital levels were sufficient
to handle any unexpected problems with asset quality.
Tier 1 leverage capital was 9.63 percent at period end,
down slightly from a year ago, but mostly in line with the
national average of 9.7 percent.
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Chart 3: Loan Growth Has Recently
Increased Among a Few Loan Segments
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1
Community banks have assets less than $1 billion dollars in assets and exclude thrifts.
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South Carolina at a Glance
Jun-00Jun-01Jun-02Jun-03Jun-04General Information

10910310310096Institutions (#)
30,673,90233,242,20034,579,84337,975,55942,445,309Total Assets (in thousands)

17161054New Institutions (# < 3 years)
3028302929New Institutions (# < 9 years)

Jun-00Jun-01Jun-02Jun-03Jun-04Capital

10.559.909.759.419.46Tier 1 Leverage (median)

Jun-00Jun-01Jun-02Jun-03Jun-04Asset Quality

1.37%1.56%1.57%1.66%1.53%Past-Due and Nonaccrual (median %)
510141413Past-Due and Nonaccrual >= 5%

1.12%1.18%1.20%1.23%1.25%ALLL/Total Loans (median %)
3.162.082.031.682.25ALLL/Noncurrent Loans (median multiple)

0.13%0.22%0.36%0.36%0.23%Net Loan Losses/Loans (aggregate)

Jun-00Jun-01Jun-02Jun-03Jun-04Earnings

1412636Unprofitable Institutions (#)
12.84%11.65%5.83%3.00%6.25%Percent Unprofitable

1.050.971.041.030.94Return on Assets (median %)
0.580.510.760.760.7025th Percentile

4.41%4.09%4.36%4.07%3.96%Net Interest Margin (median %)
8.24%8.10%6.61%5.92%5.33%Yield on Earning Assets (median)
4.02%4.21%2.38%1.79%1.42%Cost of Funding Earning Assets (median)
0.19%0.18%0.22%0.21%0.18%Provisions to Avg. Assets (median)
0.65%0.78%0.79%0.89%0.80%Noninterest Income to Avg. Assets (median)
2.97%3.00%2.97%3.04%2.96%Overhead to Avg. Assets (median)

Jun-00Jun-01Jun-02Jun-03Jun-04Liquidity/Sensitivity

84.73%87.34%84.90%83.53%82.13%Loans to Deposits (median %)
68.19%69.14%70.53%68.70%68.57%Loans to Assets (median %)

1113192023Brokered Deposits (# of Institutions)
3.05%2.16%5.53%5.20%4.02%Bro. Deps./Assets (median for above inst.)

22.10%22.61%22.11%21.98%23.79%Noncore Funding to Assets (median)
65.87%65.67%66.44%66.35%65.42%Core Funding to Assets (median)

Jun-00Jun-01Jun-02Jun-03Jun-04Bank Class

4848494846State Nonmember
2424252525National
73333State Member

1312111010S&L
1716141311Savings Bank
00111Stock and Mutual SB

% Assets% Inst.Assets# of Inst.MSA Distribution

20.83%50.00%8,840,90248No MSA
43.34%21.88%18,395,74021Greenville-Spartanburg-Anderson SC

7.70%6.25%3,269,6496Charleston-North Charleston SC
6.02%5.21%2,553,6155Myrtle Beach SC
1.26%5.21%534,2665Florence SC

10.90%4.17%4,627,4894Columbia SC
0.87%3.13%370,5403Charlotte-Gastonia-Rock Hill NC-SC
7.50%2.08%3,182,6982Sumter SC
1.58%2.08%670,4102Augusta-Aiken GA-SC
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